Would raising tobacco tax in China unfairly burden the poor?  by Zheng, Rong & Huang, Jidong
Comment
www.thelancet.com/lancetgh   Vol 3   April 2015 e181
Would raising tobacco tax in China unfairly burden the poor? 
China is home to more than 300 million smokers, a 
substantial proportion of whom are male and low-
income, and who consume more than a third of the 
world’s cigarettes. More than 1 million premature 
deaths each year in China are attributable to smoking,1 
and the economic cost of smoking amounts to billions 
of dollars.2 Studies consistently show that raising tax 
on tobacco is the most cost-eﬀ ective way to reduce 
tobacco use,3,4 yet China has so far hesitated to use 
such strategies in its bid to reduce tobacco use and its 
consequences. One of the concerns raised by the Chinese 
State Tobacco Monopoly Administration (STMA) is 
that a tax increase would lead to an unfair burden on 
the poor. Under the inﬂ uence of the STMA, the Chinese 
government has kept tied tax rates on cigarettes—ie, 
lower rates on low-end cigarettes so as to keep them 
aﬀ ordable for the poor, while generating revenues by 
taxing premium products at higher rates. However, 
in many countries, studies have disclosed that a tax 
increase along with raised tobacco product prices leads 
to the largest declines in smoking among the lowest-
income people, and that the burden of tax increase 
falls more heavily on higher-income consumers whose 
smoking behaviour changes little in response to the tax 
increase.5 It is in this context that the ﬁ ndings of a study 
in The Lancet Global Health6 have important implications 
for the tobacco tax and price policies in China, a country 
that has ratiﬁ ed WHO’s Framework Convention on 
Tobacco Control but has not signiﬁ cantly increased its 
tobacco excise taxes since 2009.
Stéphane Verguet and colleagues6 attempted to 
simulate the eﬀ ect, across income quintiles, of a 
hypothetical tobacco price increase in China. Speciﬁ cally, 
they estimated the health beneﬁ ts (years of life gained), 
the additional tax revenues raised, the net ﬁ nancial 
consequences for households, and the ﬁ nancial risk 
protection provided to households caused by a 50% 
increase in cigarette prices through raising cigarette 
excise tax. Their goal is ambitious given the complex, yet 
not-well-understood, mechanisms that link cigarette 
excise tax and various outcomes examined in this 
study, and the paucity of evidence to demonstrate the 
eﬀ ectiveness of such a strategy in a rapidly changing 
economy like China’s, which is also the world’s largest 
tobacco producer and consumer.
The key contribution of this paper lies in its com-
prehensive exploration of the distributional con-
sequences of increased tobacco taxation in China, a 
topic of signiﬁ cant policy and public health importance, 
but which few previous studies have explored. It is a 
 Herculean eﬀ ort to quantify the distributional eﬀ ect of 
a tobacco price increase on public health, government 
tax revenue, and household ﬁ nancial soundness. While 
the method—extended cost-eﬀ ectiveness analysis—
used in this study has been validated and used in 
previous research, a model of such complexity inevitably 
involves reductions that may seem over-simpliﬁ ed 
and assumptions that are either unrealistic or not fully 
supported by existing evidence. For example, one of the 
key assumptions in this study is that the price elasticity 
for the low-income group is higher than that for the 
high-income groups. However, ﬁ ndings from recent 
studies show a disproportionate number of low-income 
Chinese smokers engaged in price-reducing purchase 
behaviours, mitigating the eﬀ ect of a price increase. In 
fact, a recent study by ourselves (unpublished) found 
that the consumption elasticity of cigarettes was 
close to zero among low-income smokers in China, 
possibly due to price-reducing behaviours such as brand 
switching and trading down. 
Additionally, the assumption that an increase in 
tobacco excise tax can be fully passed onto retail prices 
does not take into account the unique relationship 
between the tobacco monopoly and the government 
in China. The 2009 tobacco tax increase in China, for 
example, was shouldered by the tobacco monopoly. 
Moreover, the assumption that there would not be any 
changes in household income and socioeconomic status 
after the tobacco price increase seems unrealistic given 
China’s rapid economic growth in the past few decades. 
The increase in household income is one of the reasons 
that helped fuel the increase in cigarette consumption 
in China by increasing the aﬀ ordability of cigarettes. 
Employing a simpliﬁ ed model that encompasses various 
outcomes, which also requires many inputs, is a double-
edged sword. It can generate powerful predictions, but 
may also suﬀ er badly when the model inputs are less 
than perfect.
That being said, the importance of the ﬁ ndings from 
this study should not be underestimated or shadowed 
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by these potential methodological weaknesses. The key 
ﬁ ndings that a tobacco tax increase will generate huge 
health gains, billions of additional government tax 
revenue, and reduce expenditures on tobacco-related 
diseases, particularly for the low-income population, are 
of great policy, public health, and economic signiﬁ cance. 
The paper shows that tobacco tax in China can reduce a 
signiﬁ cant proportion of the global burden of tobacco, 
and that tobacco tax increases are not necessarily 
regressive.
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